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SUBJ: RESUMPTION OF GULF NEGOTIATIONS TO BE POSTPONED UNTIL JANUARY 

1 . SUMMARY: MINFIN SEVILLA ON DECEMBER 15 TOLD EMBASSY 
OFFICERS THAT FURTHER GULF NEGOTIATIONS WOULD BE POSTPONED 
UNTIL JANUARY, IN ORDER TO AVOID TYING THE GOE TO A DECEMBER 31 
DEADLINE AND TO AWAIT THE DEPARTURE OF MINNATRES VARGAS. HE 
ASKED EMBASSY CONVEY TO GULF THAT POSTPONEMENT IS VERY MUCH 
IN GULF'S INTEREST. HE FELT THE GOE COULD SATISFACTORILY 
EXPLAIN TO THE ECUADOREAN PUBLIC AND MILITARY THE POSTPONEMENT 
OF THE DECEMBER 31 ’ DEADLINE." SEVILLA STRESSED THERE ARE 

REAL PROBLEMS IN CORRECTLY AND FAILY EVALUATING GULF'S 
ASSETS. END SUMMARY. 

2. NEWLY-APPOINTED MINISTER OF FINANCES SANTIAGO SEVILLA TOLD 

EC COUNSELOR AND PETROLEUM OFFICER DECEMBER 15 THAT RESUMPTION 
OF GULF NEGOTIATIONS WOULD BE POSTPONED UNTIL THE BEGINNING 
OF 1977. HE EMPHASIZED THAT NEGOTIATIONS AT THIS POINT- 
GIVEN THE GENERAL INSTABILITY OF THE GOVERNMENT, THE DOMINANT 
POSITION OF MINNATRES VARGAS IN FORMULATING THE GOE'S 
POSITIONS, AND THE INSISTENCE BY VARGAS AND OTHER MILITARY 
LEADERS THAT GULF'S ASSETS BE TAKEN OVER BY CEPE ON 
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DECEMBER 31-WOULD ONLY PERMIT VARGAS TO HAVE HIS WAY JUST 
BEFORE BEING OUSTED. SEVILLA SAID VARGAS WOULD NOT LONGER BE 
THE MINNATRES WHEN HE RETURNS FROM THE CURRENT OPEC MEETING, 

AND SEVILLA INTIMATED THAT, UPON VARGAS' REMOVAL, SEVILLA 
WOULD BECOME THE CHIEF POLICY-MAKER FOR THE NEGOTIATIONS 
WITH GULF. 
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3. SEVILLA ASSURED THE EMBOFFS THAT THE MEMBERS OF THE SUPREME 
COUNCIL HAVE NO INTENTION OF EXPROPRIATING GULF WITHOUT 
COMPENSATION AND THAT THEY ARE AGREED THAT THE GOE WOULD 
CONTINUE NEGOTIATIONS WITH GULF AS LONG AS NECESSARY, WITHOUT 
REGARD TO THE DECEMBER 31 "DEADLINE’' ANNOUNCED (AT VARGAS’ 
DIRECTION) BY THE HEAD OF CEPE. 

4. THE MINISTER ADDED THAT EQUITABLE TAX TREATMENT FOR 
TEXACO AND GULF IS HIS FIRST PRIORITY. AND THAT HE PERSONALLY 
HOPES THAT. BY EFFECTING THIS, GULF COULD YET BE PERSUADED 
TO REMAIN IN ECUADOR. 

5. HE ASKED THE EMBASSY TO RELAY TO GULF THE RATIONALE FOR 
POSTPONEMENT OF THE NEGOTIATIONS, AND ASK THEM TO BE PATIENT, 

AND REFRAIN FROM ANY CONFRONTATION WITH THE GOE REGARDING 
THE POSTPONEMENT. 

6. WHEN ASKED WHAT PUBLIC POSTURE THE GOE PLANNED TO TAKE 
ON DECEMBER 31 SEVILLA SAID THE GOVERNMENT WOULD ISSUE A 
PUBLIC STATMENT TO THE EFFECT THAT SPECIAL CIRCUMSTANCES 

IN DECEMBER HAD MADE IT IMPOSSIBLE TO CONTINUE THE NEGOTIATIONS 
THEN-CIRCUMSTANCES SUCH AS THE ABSENCE OF THE MINISTERS OF 
NATURAL RESOURCES AND OF FINANCE. (SEVILLA SAID HE PLANNED 
TO TAKE A TRIP ABROAD FOR JUST THIS REASON.) HE COMMENTED 
THAT HE WAS NOT CONCERNED ABOUT THE ANTICIPATED "LEFTIST" 

REACION TO THE GOVERNMENT'S ANNOUNCEMENT, SINCE NONE OF 
THOSE GROUPS HAVE ANY REAL POWER. 

7. THE MINISTER ALSO BRIEFLY MENTIONED THAT HE FORESAW SOME 
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SERIOUS DIFFICULTIES IN THE GULF-GOE NEGOTIATIONS. FOR 
EXAMPLE, ACCORDING TO THE MINISTER'S CALCULATIONS, GULF 
HAS A "GOING-CONCERN" VALUE OF SOME $55 MILLION WHILE ITS BOOK 
VALUE IS CLOSE TO $160 MILLION. HE ADMITTED THAT THIS LOW 
GOING-CONCERN VALUE WAS DUE TO ARBITRARY REGULATIONS AND 
TAXATION IMPOSED BY THE GOE WHICH HAS MADE GULF'S OPERATION 
UNPROFITABLE. HE STRESSED, HOWEVER, THAT ALTHOUGH IT WOULD BE POLI- 
TICALLY DIFFICULT FOR THE GOE TO PAY GULF MORE THAN ITS GOING- 
CONCERN VALUE HE WAS VERY DETERMINED TO MAKE A 
SETTLEMENT SATISFACTORY TO GULF. 

8. THE ABOVE CONVERSATION WAS PASSED TO THE LOCAL MANAGER 
OF GULF LATER ON DECEMBER 15, WITH THE EXCEPTION OF PARA 7. 
BLOOMFIELD 
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